


























































































































































































































































































































































































































































































































































































































Effective July 1. 1993, the following costs were exempted from the sales tax on
MMSW management service:

e Costs of providing educational materials and other information to residents.

e Costs of managing solid waste other than MMSW, including household
hazardous waste, are exempt costs. (The Minnesota Department of Revenue
has never applied the sales tax to other than the collection and disposal of
MMSW as defined in M.S. 115A; therefore, this change was a clarification of
the way the tax has always been administered.)

e Costs of court litigation and associated damages.

The 1995 legislation also clarified that costs of providing waste management
services are exempt if those costs were previously subjected to the sales tax.
(This provision is also consistent with the manner in which the MDOR has
administered the tax. To prevent double taxation, commercial haulers should
provide Form ST-10 to landfills or transfer stations to exempt them from paying
sales tax on the tipping fees, provided their customers were charged sales tax on
the collection and disposal service.)

Taxable Costs

It is the MDOR’s position that counties having any connection with providing
MMSW management service are deemed to be “providing the service.”
Examples of a county providing the service include, but are not limited to, the
following:

e acounty that directly provides any waste management service;

e acounty contracts with a private hauler to providle MMSW management
service to its residents;

e overseeing or managing contracts of private waste haulers providing the
service for county residents;

e acounty making financial assurance payments after July 1, 1990 relating to a
MMSW facility.

In determining whether the following costs should be included or excluded in
calculating the use tax base, the general guideline for exclusion should be
what costs would be incurred by counties if counties did not provide MMSW
management service. Some costs may contain elements directly and indirectly
related to providing MMSW waste management service and some elements
unrelated to providing this service. In this instance, proration would be



13.

14.

15.

Regulatory, Licensing and Enforcement Costs

Some counties are required by law to ensure that waste facilities and
haulers are operated in conformance with county ordinances and state law.
These counties license landfills, processing facilities, transfer stations and
haulers to ensure that such operations are conducted in a manner that
protects public health, safety and the environment. Such costs include
staff and attorney time in developing ordinances, processing license
applications, monitoring operations to determine conformance with law
and bringing actions to bring violators into compliance.

The MDOR’s position is that those costs that would still be incurred if
the county did not provide the waste management service are
excluded from the total cost. Those costs that are incurred as a result
of providing MMSW management service should be included in the
total cost of providing the service.

Planning Costs

Various planning costs can include costs incurred in preparing master
plans, gathering waste management data, preparing reports required by
law to be submitted to the state, etc. The MDOR’s position is that only
the portion of planning costs that are directly or indirectly related to
MMSW should be included in the total cost of providing the service.

inancial u
In order to obtain a permit for operation, the state requires all owners or
operators of a MMSW facility to prove they are capable of providing
reasonable and necessary response during the operating life of the facility
and for a minimum of 20 years after closure. In the case of a municipality
that owns or operates a facility, the municipality is required to set aside
funds in a trust fund to cover a portion of the potential contingency action
costs at the facility. Counties generate money for these reserve funds
through a variety of methods. For example, some counties make payments
into the funds from tax exempt fees (such as the Greater Minnesota
Landfill Cleanup Fee), some use property tax revenues, and others use a
portion of the solid waste service fee.

Other than payments made using tax exempt fees, payments made
into these financial reserve funds are includible in the total cost.



10.

11.

12.

Auto Expenses
a. repairs and maintenance

b. insurance
c. gas/lube
d. leases

Landfill Establishment

These expenses are included in the total cost either in the year(s) debt
service payments (both principal and interest) are made, or when actual
out-of-pocket payments are made.

Building Acquisition and Construction/Site Improvements

Building and Road Maintenance
For example, costs directly or indirectly related to construction or

maintenance of access roads leading to a transfer station, landfill,
incinerator or other MMSW facility.

Other Repairs and Maintenance

Equipment Costs, Rentals, and Service Agreements

The cost for equipment is incurred at the time of purchase and the sales or
use tax is due at that time. (Although the initial purchase of certain
equipment and machinery used in the collection and disposal of MMSW at
a waste facility may be exempt, the cost of such machinery must be
included in the total cost.)

Transportation Related Costs
Although most counties provide MMSW management service entirely

within Minnesota, some counties dispose of MMSW at facilities located
outside of Minnesota. The MDOR’s position is that transportation of
garbage to out-of-state disposal facilities and disposal charges at those
facilities are part of the county’s taxable cost. All costs for transporting
MSW between waste facilities in Minnesota are also part of the cost for
providing the service.

Property taxes, payment in lieu of taxes, and other fees and payments
to host communities

Costs associated with processing MMSW, such as combustion at a
mass burn facility, conversion into refuse derived fuel at an RDF
facility, or processing MMSW into compost.



24.

25,

26.

27.

28.

List Total Taxable Cost or Total Taxable Revenues

List the greater of line 19 or line 23 on this line.

r i 5 ste ¢
Form ST-1
You should have reported both the taxable amount and the sales tax
collected for providing waste management service on line 105 of
your sales and use tax return. Also reported on line 105 should be
use tax to the extent that the taxable charge to the waste generators is
not sufficient to cover your cost of providing the service. If you have
included sales of waste management service on line 100 (General
rate sales), rather than 105, you should identify and include the
amount of those sales on this line of the worksheet.

Prior to September 1993, the charges for providing waste
management service were reported on line 1 (Gross Sales) of the
sales and use tax return, and the cost of providing waste management
service in excess of the direct charge to the generator was reported on
line 4 (Purchases subject to use tax). For periods prior to September
1993, you should identify and include these amounts on this line of
the worksheet.

Fees from Haulers using Form ST-10

Include the amount from line 21 on this line.

Total Remits
Add lines 25 and 26.

Difference
Line 24 minus line 27.



16. Closure and Post Closure Costs
Related to financial assurance, some counties incur closure and post
closure care costs at facilities that are not part of the state’s new closed
landfill cleanup program. The MDOR’s position is that these costs would
be includible in the total cost of providing the service when expended after
July 1, 1990, unless these costs are funded through Financial Assurance.

17.  Debt Service
If a county issues bonds to pay for the construction and capital costs of
MMSW facilities, the debt service (principal, interest and bond issuance
costs) is considered an includible cost in the periods the debt service
payments are made. These costs are includible in the total cost for
providing the service, regardless of whether a county paid sales tax on
materials and equipment purchased with the bond funds.

18. Other Costs
Please list other costs (and amounts) directly or indirectly related to
MMSW that are not listed above.

19. Total Taxable Costs
Add lines 1 through 18 and include the total on this line.

Taxable Revenues

If any revenue source (service fee, surcharge, etc.) contains amounts related
to MMSW and unrelated to MMSW, the portion related to MMSW should be
prorated out and reported on the worksheet. '

20. Mixed Municipal Solid Waste (MMSW) Service Fees
These fees include charges billed to waste generators, or amounts
collected at waste facilities (such as transfer stations, landfills, etc.).

21. Tipping Fees Paid by Haulers Using Form ST-10

Include on this line charges to haulers who have given you copies of a
Commercial Hauler’s Exemption Certificate (Form ST-10). Please
list these haulers on a separate page.

22. Other Taxable MMSW Revenues
Please list other revenues and amounts (e.g., bags and punch cards,
etc.) related to MMSW that are not listed above.

23.  Total Taxable Revenues
Add lines 20 through 22 and include the total on this line.






Minnesota Department of Revenue Regional

Representatives

County

Becker, Clay, Grant, Kittson, Marshall, Norman,
Otter Tail, Polk, Red Lake, Traverse, Wilkin
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contact Sarah Davisson (612) 296-6183, or Joe Rheinberger (612) 296-8180.



Taxable Costs (con't). 1992 1993

O~

9.
10.
1.
12,
13.
14,
15.
16.
17.
18.

. Landfill Establishment

1994

1/95-6/95

. Building Aquisition, Construction Site Improvements

. Building and Road Maintenance

. Other Repairs and Maintenance

Equipment Costs, Rentals, Service Agreements

Transportation Related Costs

Property Taxes, Payments and Fees

MMSW Processing Costs

Regulatory, Licensing and Enforcement Costs

Planning Costs

Financial Assurance

Closure and Post Closure Costs

Debt Service

Other Costs (please list)

1.

Total Taxable Costs (add lines 1 through 18)

Taxable Revenues 1992 1993

20.
21,

22,

23,

24.

25,
26.
4 &
28,

(if fees include charges for recycling, demolition or other
non MMSW charges, include only MMSW portion)
Mixed Municipal Solid Waste (MMSW) Service Fees

1994

1/95-6/95

Tipping Fees paid by Haulers using form ST-10

(Form ST-10 tells you if the hauler remitted the tax)

(list haulers on separate sheet) _

Other Taxable MMSW Revenues (i.e. bags, punch cards)
please list:

Total Taxable Revenues (add lines 20 through 22)

List Total Taxable Cost or Total Taxable Revenues
(line 19 or line 23 - whichever is greater)

Taxable Amount from Line 105 (Form ST-1)

Fees from Haulers using Form ST-10 (line 21)

Total Remits (add lines 25 and 26)

Difference (line 24 minus line 27)

Completed by: Telephone

Please Return To: Sarah Davisson

Minnesota Department of Revenue
Mail Station 9904
St. Paul, MN 55146-9904




Tax Base Worksheet

County of:

Taxable Costs 1992
(any costs for recycling, demolition or other non Mixed
Municipal Solid Waste (MMSW) costs should be prorated,
out. Include only MMSW portion)

1. General & Administative Costs

licenses

Minnesota ID #:

Year End Balances

1993

1984

1/95-6/95

permit fees

printing and publishing

miscellaneous office supplies

. postage

membership dues and fees

. sales taxes paid on taxable purchases

ST@~0ao0op

professional and technical services

consultant fees

other insurance

C—— -

k. travel and meals

l. safety clothing

m. other miscellaneous expenses

2. Salaries and Wages

Other Employment Costs
health insurance

PERA

Social Security

Medicare

worker's compensation

per diem

other employee benefits

profit sharing

pension

other deferred compensation

T T@ e o0 oD

bonuses

3. Utilities
a. electricity

b. telephone

c. fax

d. other utilities

4. Auto Expenses
a. repairs and maintenance

insurance

b.
c. gas/lube
d. leases




November 13, 1995
Page Two

Buildi 1 Road Maint

Only costs related to construction and maintenance of site roads leading directly to an MMSW
facility are taxable. Costs related to construction and maintenance of county roads, state highways
and other roads are not taxable costs.

Boalaiory Tionag 1 Enf ¢

Only those costs that pertain to MMSW management services are taxable. Regulatory, licensing and
enforcement costs that would be incurred regardless of whether a county provided MMSW
management service are not taxable. Some taxable examples are costs to license haulers and to
inspect their trucks, and costs associated with preparing waste reports for PCA.

Planning Costs

Planning costs that would be incurred regardless of whether a county provided MMSW management
service are not taxable. However costs incurred because a county is providing MMSW management
service are taxable. For example, planning costs associated with new landfill construction are
taxable costs, while planning costs related to the construction of a yard waste composting facility or
a recycling facility are not taxable costs.

Fi ial A

All financial assurance payments made relating to an MMSW facility that was closed on or before
April 9, 1994, are not taxable costs.

Some counties make payments into the funds from tax exempt fees (such as the Greater Minnesota
Landfill Cleanup Fee), some use property tax revenues and others use a portion of the solid waste
service fee. Other than payments made using tax exempt fees, payments made into these financial
reserve funds after January 1, 1992, that relate to an MMSW facility which was open on or after
April 9, 1994, are taxable costs.

Debt Service

If a county issues bonds to pay for the construction and capital cost of an MMSW facility, the initial
outlay of bond funds to pay this expense is not a taxable cost. Rather, the debt service (principal,
interest and bond issuance costs) is considered an includible cost in the periods the debt service
payments are made. As stated in the Tax Base Worksheet Guidelines, this cost is includible in the
total cost for providing the service, regardless of whether a county paid sales tax on materials and
equipment purchased with the bond funds.
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MINNESOTA Department of Revenue

Sales & Use Tax Division  Mail Station 9904 St. Paul, MN 55146-9904
Phone (612) 296-2897 Fax (612) 296-1938

November 13, 1995

Dear County Solid Waste Administrator:

Recently, representatives from the Department of Revenue, various counties, the Association of
Minnesota Counties, legislative staff and legislators met to discuss the status of the county self-
evaluation. During this discussion it was brought to our attention that some counties have
misunderstandings concerning certain cost issues that were discussed in the Tax Base Worksheet
Guidelines. The issues we have been asked to clarify are as follows (please take them into
consideration when completing your worksheet):

Building and road maintenance (worksheet line 7)

Regulatory, licensing and enforcement costs (worksheet line 13)
Planning costs (worksheet line 14)

Financial assurance (worksheet line 15)

Debt service (worksheet line 17)

MRS

In order to clarify these issues, please keep in mind that you should only report the costs
associated with mixed municipal solid waste (MMSW). If any cost contains amounts both related
to MMSW and unrelated to MMSW, only the portion related to MMSW should be included in the
total cost for providing the service.

In determining whether the counties’ costs should be included or excluded in calculating the use tax
base, the general guideline for exclusion should be what costs would be incurred by counties if
counties did not providle MMSW management service.

It is the Department of Revenue’s position that counties having any connection with providing
MMSW management service are deemed to be “providing the service.” Examples of a county
providing the service include, but are not limited to, the following:

e a county that directly provides any MMSW management services;

e overseeing or managing contracts of private waste haulers, cities, townships, etc. that directly
provide waste management service to county residents;

An equal opportunity employer TDD: (612) 297-2196






November 13, 1995
Page Three

Completing your worksheet is the necessary prerequisite to preparing our report for the
legislature. If the legislature is to consider possible solutions for any overpayments or
underpayments that counties have incurred, it is important for the report to include this
information from all counties.

Please take the above clarifications into consideration when completing your worksheet. If you
have not submitted your worksheet, we are extending the due date from November 15 to November
27, in order to give you adequate time to insure that your worksheet figures reflect these
clarifications.

If you have already sent us your completed worksheet, and these clarifications affect the amounts
you reported, please call Joe Rheinberger at (612) 296-8180 or me at (612) 296-6183 with the
corrected figures (it is not necessary to complete a new worksheet). If we do not hear from you by
November 27, we will assume that the figures you submitted are not affected by the clarifications.

Sincerely,

Ouade @ww/uw

Sarah Davisson
Sales and Use Tax Specialist
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